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Goentlemen:

Wa have considered your avpplication for recognition s
exemption {rom Federal incomez tax undexr Section 3Gl {¢
the Internal Revenue Code of 1654,

The information SmeltLed discloses that you were inc

iy

J{4) of

nruorated

wnder the lawe of the Scate of [N o- IS
The primary purposes for which you were formed are:

1. To organized, operate and sustain a civic aﬂé sociagl
welfare association for developing, promotiaz and
protecting the social, econmowmic, cultural,
recreaticnal, and envivoanmental condxtxou& vituia the
subdivision of [N

2, To maint+i., usa, and enjoy such associabtisn far the
social cultural, educational, morsl and civii
improvement and pleassure of wewbars, the inhabitante
and property owners of [IIININGEE; --:.

3. To take action to protect and enforce the rignze and
vrivileges of members and the inhabitants ané pramerty
ownere of [

Your Hy-laws »rovide that members are those individuals who
own lots witain the subdivision. Those who rtent CTOBET LY
within Petuxent View may also bacome non-votiang mecters. You
now have M families as membars.

According ro vour Declzration of Covenants yOUY CCLon areas
include all parking areas, piers aand boat raaps, and siraets
within and leading to the subdivision.

Your activities incluce maintaining roads within the
community, snow removal, and wmaintaining the boat razope and
rier. You have fund vaising activities such ags vard czles and
a July 4rh pienic.



Your incowme is from dues, fund raising activities snd interest.
Expenses are for community maintenance and opersting coecs

You state the comwmcer areas are open only to residants of

I ¢ cminunity and their gueets.

Section 501(c)(4) of the Code providas for the recognition of
exaemption of civie leaguee or organizations not srpanized for
profit but operated exclusively for the prowotion of gncial
walfara.

ection 1.501(c)(4)=~1(a)(2)(}) of the Income Tax ?ﬂgulntions
prov1ﬂ £ that an ovganization isg operate ed exclusively for the
promotion of social welfare if it is priwerily =azaged in
promoting in some way the common good and penerzi welfare of
the people of the community. An organization zmbraced within
this Section is one which is operated fov the purpose of
bringing asbout civic betterments and social ivvrovawments.

Revenue Ruling 72-102, 1972~1 C.R., page 149, states that g
non-proiit organization formed to preserve the zppaarance of

H
housing development and to maintain streats, zicdewalks

aad
common areas for use of the residents is exampt under Section
501(2)(4) of the Code., Membership is required of all owners

of real property in tha dev;;opmenr and assessLenls are levied
to support cthe organization's activities. It war nheld that by
maintaining the property normally maintained by 3 nunicipal
goverument, the organization served the common zood and
general welfare of the people of the cowmuuiry.

Revenue RBuling 74-99, 1974-1 C.B.,, page 131, modified Revenue
Ruling 72-102 by stating guidelines under whxun &4 hAomaouRnTS

association could qualify for exemption under Cecrion
501(c)(4) of the Code. These guidelines are:

[

+ The organization must serve a "couwwmunizy™ which bears
g
a veasonable, recognizable relationshiz tn an svaa

crdinarily ddentified as a povernmental unit;
2. 1t must not conduct activities diveccted 1o tha
exterior maintenanca of private residencas; and

3. The common areat or facilitiese must ba £or the use and
en joyment of the general public,



Revenue Ruling 74-99 states that Revenue Ruling 72-102 "...
wees intended only to approve owuership and maintenance by a
homeowners' association of such sreas as vroauwaye and

parkianda, sidewalls and etreet lights, access to, or t
and enjoyment of which is extended to members of the ga
public, as Qistinguished from controlled use or access
restricted to the members of the homeownevs' ascociation,.,"

Your common arsas are not open for the use and enjoyment of
the general publiec. Therefore, you do not qualify for
exemption from Federal income tax as an organizetion dencribecd
fn Section 501(e)(4) of the Code.

Based on the information submitted, enempt status will not be
recognized under any reclated paragraph of the Interpal fevenues
Code Section 501(ec).

You are not relieved of the requirements fer filiug Federval
income tax returns.

Your attention is called to Saection 528 of the Intaraal
Revenue Coda yhich was added by the Tax Reform act of 1576,
This Section provides that, ian certain circumstancas, a
homeowners' association may elect not to be taxed on ity

"egampl function incoma'" which includes wembershipe duer, f[ees
or assesswents from owners of real property. The 2lection is

mada by filing Forw 112C¥, if you determine that your
organization qualifies under Section 528.

I1f you do not accept our findings, we reccommend that you
request a conference with a member of our Rzgicmal Office of
Appeals., Your request for a couference should inciude a
written appeal giviag the facts, law, and any other
information to support your poeition as explained in the
enclosed Publication 892. You will then be contacted to
arrange a date for a confersnce. The conference zmay be neld
at the Regionat 0ffice or, i1f you request, at any mutually
coavenieant District office. If we do not hear fron you within
30 days of the date of this letter, this determinzcrion will
become final.

Sincerely younrs,

District Director

tnclosure: Publicatinn &892



